
1066 Act 1996-159 LAWS OF PENNSYLVANIA

No, 1996-159

AN ACT

SB 1110

Providingfor review procedurespertainingto accidentandhealth insuranceform and
ratefilings; providing penalties;and makingrepeals.

The General Assembly of the Commonwealthof Pennsylvaniahereby
enactsas follows:

Section 1. Short title.
This act shall be known and may be cited as the AccidentandHealth

Filing ReformAct.
Section 2. Definitions.

The following words andphraseswhen usedin this act shall have the
meaningsgiven to them in this sectionunlessthe context clearlyindicates
otherwise:

“Commissioner.” The InsuranceCommissionerof the Commonwealth.
“Company,”“association”or “exchange.”An entitydefinedin section101

of the act of May 17, 1921 (P.L.682, No.284), known as The Insurance
CompanyLaw of 1921.

“Department.” TheInsuranceDepartmentof the Commonwealth.
“Filing.” A form or rate requiredby section3.
“Form.” A policy, contract,certificate,evidenceof coverage,application,

rider or endorsementaffording insurancecoverageor benefit against loss
from sicknessor loss or damagefrom bodily injuiy or deathof the insured
by accidentandeachmodification of any of theabove.

“Fraternalbenefitssociety,” An entity organizedandoperatingunder the
actof December14, 1992 (P.L.835,No.134),knownastheFraternalBenefit
SocietiesCode.

“Group accidentand health insurance.” A form affording insurance
coverageagainstdeath,injury, disablement,diseaseorsicknessresultingfrom
an accidentandcoveringmorethanoneperson. Theterm shall not include
blanketaccidentinsurancepolicies as definedin section621.3of the actof
May 17, 1921 (P.L.682,No.284),known asThe InsuranceCompanyLaw of
1921.

“Health careprovider.” A person,corporation,facility, institutionorother
entitylicensed,certifiedorapprovedby theCommonwealthto provithhealth
careor professionalmedical services.The term includes,but is not limited
to, physicians,professionalnurses,certified nurse-midwives,podiatrists,
hospitals,nursinghomes,ambulatorysurgicalcentersor birth centers.

“Health maintenanceorganization”or “HMO.” An entity organizedand
operatingundertheactof December29, 1972 (P.L.1701,No.364),knownas
the HealthMaintenanceOrganizationAct.
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“Hospital plancorporation.” An entity organizedandoperatingunder40
Pa.C.S.Ch.61 (relating to hospitalplan corporations).

“Insurer.” A foreign or domestic company,associationor exchange,
hospital plan corporation,professionalhealth servicesplan corporation,
fraternalbenefitssocietyandrisk-assumingpreferredproviderorganization.

“Preferredproviderorganization.” An entity organizedand operating
undersection630of the actof May 17, 1921 (P.L.682,No.284), known as
TheInsuranceCompanyLaw of 1921.

“Professionalhealthservicesplan corporation.” An entity organizedand
operatingunder40 Pa.C.S.Ch. 63 (relating to professionalhealth services
plan corporations).

“Providercontracts.”An agreementmadebetweenaninsurerandahealth
care provider regarding the provision of any paymentfor health care
services. The termshallnot includecontractsor relateddocumentswhichare
subject to the exclusiveapproval of the Departmentof Health under 40
Pa.C.S.§ 6324 (relating to rights of healthservicedoctors)andsection630
of the act of May 17, 1921 (P.L.682,No.284), known as The Insurance
CompanyLaw of 1921.

“Rate.” A manualof classification,rules andrates,eachrating planand
each modificationof any of theabove.

“Statementof policy.” A documentas definedin 45 Pa.C.S. § 501
(relatingto definitions),providedthatthedocumenthasbeenpublishedin the
PennsylvaniaBulletin.
Section 3. Requiredfilings.

(a) Form filings.—EachinsurerandHMO shall file with the department
any form which it proposesto issuein thisCommonwealthexceptatype or
kind of form which, in theopinion of the commissioner,does not require
filing.

(b) Notice of exemption from filing.—The commissionershall issue
notice in the PennsylvaniaBulletin identifying any type or kind of form
which hasbeenexemptedfrom filing. The commissionermay subsequently
requirethe forms to be filed under thissection upon noticepublishedin the
PennsylvaniaBulletin. Any such subsequentnotice shall not be effective
until 90 daysafterpublication.

(c) Individual rates.—Eachinsurer and HMO shall file with the
departmentratesfor individual accidentandhealthinsurancepolicies which
it proposesto use in this Commonwealthexcept thoserateswhich, in the
opinion of the commissioner,cannotpracticablybe filed before they are
used. The commissionershall publish noticein the PennsylvaniaBulletin
identifying rateswhich thecommissionerdeterminescannotpracticablybe
filed.

(d) Certaingroupratesexempt.—Exceptasprovidedin subsection(e),an
insurershallnotberequiredtofile with thedepartmentratesfor accidentand
health insurancepolicies which it proposesto issueon agroup,blanketor
franchisebasisin thisCommonwealth.
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(e) Required group rate fihings.—Each hospital plan corporation,
professionalhealthservicesplan corporationandHMO shall file with the
departmentratesfor accidentandhealthinsurancepolicieswhichit proposes
to issueon a group, blanketor franchisebasis in this Commonwealthin
accordancewith the following:

(1) Each hospitalplan corporation,professionalhealth servicesplan
corporationandHMO shall establishabaseratewhich is not excessive,
inadequateor unfairly discriminatory.The initial baserate for existing
hospitalplan corporations,professionalhealthservicesplan corporations
andHMOs shall be the rate or the rating formula currentlyon file and
approvedby the departmentasof theeffectivedateof this act.The initial
baserate or base rating formula for any hospital plan corporation,
professionalhealthservicesplancorporationor HMO with no baserateor
baseratingformulaon file andapprovedasof theeffectivedateofthisact
shall be subjectto filing, review andprior approvalby the department.

(2) Proposedchangesto an approvedbaserate or any approved
componentof an approvedrating formula which effect an increaseor
decreasein the approvedbaserateor in an approvedcomponentof an
approvedratingformulaof morethan10%annuallyin theaggregateshall
be subjectto filing, review andprior approvalby thedepartment.

(3) Proposedchangesto an approvedbaserate or any approved
componentof an approvedrating formula which effect an increaseor
decreasein the approvedbaserateor in an approvedcomponentof an
approvedrating formula of not more than 10% annuallyin theaggregate
shall be subjectto filing andreviewin accordancewith the provisionsof
section4.

(4) Ratesdevelopedforaspecificgroupwhichdo not deviatefrom-the
baserateor baserate formula by morethan 15% may be usedwithout
filing with the department.

(5) Ratesdevelopedfor aspecific groupwhich deviatefrom thebase
rateor baserateformula by more than 15% shallbe subjectto filing and
review in accordancewith the provisionsof section4.

(6) Thecommissionershallhavediscretionto exemptanytypeorkind
of rate filing underthis subsectionby regulation.
(1) Applicability of fihings.—All filings requiredby this sectionshall be

made no less than 45 days prior to their effective dates. Filings under
subsection(e)(1) and (2) shall be deemedapprovedat the expiration of 45
daysafter filing unlessearlierapprovedor disapprovedby thecommissioner.
Thecommissioner,by written noticeto theinsurer,maywithin such45-day
period extendthe period for approval or disapprovalfor an additional45
days.All other filings underthis sectionshallbecomeeffectiveas provided
in section4.
Section 4. Reviewprocedure.

(a) Generalrule.—Filingsshallbereviewedasappropriateandnecessary
to carry out theprovisionsof thisact. Unlessafiling is disapprovedby the
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departmentwithin the 45-dayperiod providedin section 3(1), filings made
undersection3 shall becomeeffectivefor use45 daysfollowing:

(1) the expirationof any public commentperiod establishedby the
commissionerundersection 11; or

(2) receiptof thefiling by thedepartmentif no publiccommentperiod
is established.
(b) Disapproval.—Disapprovalof afiling shallbebasedonly on specific

provisions of applicable law, regulation or statement of policy or if
insufficient informationis submittedto supportthe filing. Ratesfiled under
section 3(e) shall not be disapprovedunlessthe ratesaredeterminedto be
excessive,inadequateor unfairly discriminatory.

(c) Resubmission.—Afiling disapprovedby the departmentmay be
resubmittedwithin 120 days after the date of the disapproval. Filings
resubmittedwithin this time shallbecomeeffective for use30 daysafter the
receiptof theresubmissionby thedepartmentunlessthefiling is disapproved
by thedepartmentbefore theexpirationof the30-dayperiod.Thissubsection
shall not apply to filings madeprior to the effectivedateof thisact.

(d) Disapprovalof resubmissions.—Disapprovalof a filing resubmitted
undersubsection(c) shallbe basedonly on specific provisionsof applicable
law, regulation or statementof policy or if insufficient information is
submittedto supportthefiling. Disapprovalmaynot bebasedon anygrounds
not specifiedin the initial disapprovalissuedby thedepartmentexceptto the
extentthat new information is presentedin theresubmission.

(e) Subsequentresubmissions.—Anyfurther resubmissionfollowing a
seconddisapproval shall be considereda new filing and reviewed in
accordancewith subsection(a).

(1) Commissioner’sdiscretion.—Nothingin thissectionshallbeconstrued
to prevent the commissionerfrom affirmatively approving a filing at the
commissioner’sdiscretion.
Section5. Noticeof disapproval.

Upon the disapprovalof any filing under this act, the departmentshall
notify theinsureror HMO of thedisapprovalin writing,specifyingthereason
or reasonsfor suchdisapproval.
Section6. Use of disapprovedforms or rates.

It shallbe unlawful for any insureror HMO to usein this Commonwealth
a form or rate disapprovedunderthis act.
Section7. Reviewof form or ratedisapproval.

(a) Requestfor hearing.—Within30 daysfrom thedate of mailing of a
notice of disapprovalof a filing under this act, the insureror HMO may
makeawritten applicationto the commissionerfor a hearing.

(b) Hearing.—Uponreceiptofatimely writtenapplicationforhearing,the
commissionershall scheduleandconductahearingasprovidedin 2 Pa.C.S.
Ch. 5 Subch. A (relating to practice and procedureof Commonwealth
agencies)andCh. 7 Subch.A (relatingto judicial reviewof Commonwealth
agency action). All of the actions which may be performedby the



1070 Act 1996-159 LAWS OF PENNSYLVANIA

commissionerin this section may be performed by the commissioner’s
designatedrepresentative.
Section 8. Disapprovalafter use.

(a) Generalrule.—Any form or rate filed andusedafterthe expirationof
the appropriate review period under this act may be subsequently
disapproved.The commissionershall notify the insureror HMO in writing
andprovide the opportunityfor a hearingas provided in 2 Pa.C.S.Ch. 5
Subch.A (relatingto practiceandprocedureof Commonwealthagencies)and
Ch.7 Subch.A (relating tojudicial reviewof Commonwealthagencyaction).

(b) Discontinuanceof form.—If following a hearingthe commissioner
finds thataform in useshouldbedisapproved,thecommissionershall order
its useto be discontinuedfor any policy issuedafter adatespecifiedin the
order.

(c) Discontinuanceof rate.—If following a hearing the commissioner
finds thatarate in useshouldbe disapproved,the commissionershall order
its useto bediscontinuedprospectivelyforanypolicy issuedor renewedafter
adatespecifiedin theorder.

(d) Suspensionof forms.—Pendinga hearing, the commissionermay
order the suspensionof use of a form filed if the commissionerhas
reasonablecauseto believethat:

(1) The form is contraryto applicablelaw, regulationor statementof
policy.

(2) Unlessasuspensionorderis issued,insuredswill suffersubstantial
harm.

(3) The harminsuredswill suffer outweighsany hardshipthe insurer
will sufferby the suspensionof the useof the form.

(4) The suspensionorder will result in no harmto the public.
(e) Suspensionof rates.—Pendingahearing,thecommissionermayorder

the suspensionof useof a rate filed andreinstatethe last previousrate in
effect if the commissionerhasreasonablecauseto believethat:

(1) The rate is excessive,inadequateor unfairly discriminatoryunder
section4(b).

(2) Unlessasuspensionorderis issued,insuredswill suffersubstantial
harm.

(3) The harminsuredswill sufferoutweighsany hardshipthe insurer
will suffer by the suspensionof the useof the form.

(4) The suspensionorder will result in no harmto thepublic.
Section 9. Filing of providercontracts.

(a) Filing and review process.—Providercontractsshall be filed by
insurersandreviewedby thedepartmentas follows:

(1) Providercontractsshall befiled with the departmentno later than
30 daysprior to the effective datespecifiedin thecontract.

(2) Providercontractsshallbecomeeffectiveunlessdisapprovedwithin
30 daysfollowing:
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(i) theexpirationof thepublic commentperiod establishedby the
commissionerundersection 11; or

(ii) receiptof the filing by the departmentif no public commentis
established.
(3) Thedepartmentmay disapproveaprovidercontractwheneverit is

determinedthat thecontract:
(i) providesfor excessivepayments;
(ii) fails to includereasonableincentivesfor costcontrol;
(iii) contributesto theescalationof thecostof providinghealthcare

services;or
(iv) does not providefor the realizationof potentialandachieved

savingsunder the contractby insureds/subscribers.
(b) Reviewof thedisapproval.—Upondisapprovalof aprovidercontract

underthissection,theinsurermayseekreviewof thedisapprovalasprovided
in section7.

(c) Paymentratesand fee information.—Providercontractsfiled under
this sectionneednot containpaymentratesandfeesunlessrequestedby the
department.Paymentratesand fees requestedby the departmentshall be
given confidential treatment,are not subject to subpoenaand may not be
madepublic by the department,except that the paymentratesand fee
informationmaybe disclosedto theinsurancedepartmentof anotherstateor
to alaw enforcementofficial of this Stateor anyotherstateor agencyof the
FederalGovernmentatanytime solong as theagencyor office receivingthe
information agreesin writing to hold it confidential and in a manner
consistentwith this act.

(d) Disapprovalof existingcontract.—Ifat any timethe commissioner
determinesthat aprovider contractwhich has becomeeffectiveunder this
section violates the standards as provided in subsection (a)(3), the
commissionermay disapprovetheprovider contractafter noticeandhearing
as providedin 2 Pa.C.S.Ch. 5 Subch.A (relating to practiceandprocedure
of Commonwealthagencies)andCh. 7 Subch.A (relatingtojudicial review
of Commonwealthagencyaction).

(e) Departmentof Health authority.—Nothing in this section shall be
construedto expandor limit the authorityof the Departmentof Health to
review providercontractsunderits authorityunder theactof December29,
1972 (P.L,170l,No.364), known as the HealthMaintenanceOrganization
Act, andsection630 of the act of May 17, 1921 (P.L.682,No.284),known
as The InsuranceCompanyLaw of 1921, and regulationspromulgated
thereunder,includingreviewof sizeof networkandquality of careprovided.
Section 10. Recordmaintenance.

Upon request,the commissionershall be provideda copy of any form
being issuedin this Commonwealth.Insurersand HMOs shall maintain
completeand accuratespecimenor actual copies of all forms which are
issued to Pennsylvaniaresidents, including copies of all applications,
certificatesandendorsementsusedwith policies.Retentionof theforms may
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be kepton diskette,microfiche or any otherelectronicmethod.Specimen
copies shall also indicate the date the form was first issued in this
Commonwealth.The recordsshallbemaintaineduntil atleasttwo yearsafter
a claim can no longer be reportedunder the form.
Section 11. Public comment.

Public noticeof filings madeunder this actshall not be required.At the
commissioner’sdiscretion,however,noticeof a filing maybe publishedin
the PennsylvaniaBulletin and a time period establishedfor the receiptof
public commentby the department.
Section 12. Requiredpolicy provisions.

(a) General rule.—An individual or group, blanket or franchise form
issuedby a hospital plan corporationor professionalhealth servicesplan
corporationshallalsobesubjectto thefollowing provisionsof theactof May
17, 1921(P.L.682,No.284),knownasThe InsuranceCompanyLawof 1921:

(1) Section617.
(2) Section618.
(3) Section619.
(4) Section619.1.
(5) Section621.2(a)(6).
(6) Section621.2(b) through(d).
(7) Section621.3.
(8) Section621.4.
(9) Section621.5.
(10) Section622.
(11) Section625.
(12) Section626.
(13) Section628.

(b) Network-basedprograms,-—Nothingin thisactshallprohibitahospital
plan corporation or professional health services plan corporation from
establishingor offering provider network-basedprogramsunder40 Pa.C.S.
Ch. 61 (relating to hospitalplancorporations)or 63 (relating to professional
healthservicesplan corporations).
Section 13. Penalties.

(a) Generalrule.—Upon satisfactoryevidenceof the violation of any
section of thisact by an insurer,HMO or any otherperson,oneor moreof
the following penaltiesmay be imposedat the commissioner’sdiscretion:

(1) Suspensionor revocationof the licenseof the offendinginsurer,
HMO or otherperson.

(2) Refusal,for aperiodnot toexceedoneyear,to issueanew license
to the offending insurer,HMO or otherperson.

(3) A fine of not morethan $5,000for eachviolation of this act.
(4) A fine of not more than$10,000for eachwillful violation of this

act.
(5) A fine of not more than $10,000for eachviolation of section6.
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(6) A fine of not more than $25,000for each willful violation of
section6.
(b) Limitation.—Finesimposedagainstan individual insurerunder this

actshall not exceed$500,000in theaggregateduring asinglecalendaryear.
Section 14. Repeals.

(a) Absolute.—Thefollowing actsandpartsof actsarerepealed:
Sections616 andthelast sentenceof section 621.5of the actof May 17,

1921 (P.L.682,No.284),known asThe InsuranceCompanyLaw of 1921.
Section3104 of the actof December2, 1992 (P.L.741,No.113), known

as the Children’s HealthCareAct.
(b) Partial.—Thefollowing acts and parts of acts are repealedto the

extent specified:
Section354 of theact of May 17, 1921(P.L.682,No.284),knownasThe

InsuranceCompanyLaw of 1921,insofaras it providesfor the approvalof
accidentandhealthforms.

Section621.2(a)(1)of theactof May 17, 1921 (P.L.682,No.284),known
as The InsuranceCompanyLaw of 1921,insofaras it definesthenumberof
employeesin agroupinsurancepolicy.

Section630(1) of theact of May 17, 1921 (P.L.682,No. 284),known as
The InsuranceCompanyLaw of 1921,insofarasit providesfor theapproval
of ratesandforms.

Section 10(c)of theactof December29, 1972(P.L.1701,No.364),known
as the Health MaintenanceOrganizationAct, insofaras it providesfor the
approvalof ratesandforms.

40 Pa.C.S.§~6124(a) and 6329(a), insofar as they provide for the
approvalof ratesandcontracts.
Section15. Applicability.

This act shall apply as follows:
(1) Section4 shall apply to benefitsforms filings for hospital plan

corporationsandprofessionalhealthservicesplan corporationsmadeon
or after July 1, 1997.

(2) Section 12 shall apply to new formsissuedafterJuly 1, 1997.
(3) This act shall apply to all forms or rate filings madeand all

providercontractsfiled after the effective dateof this act.
Section 16. Effective date.

This act shall takeeffect in 60 days.

APPROVED—The18th day of December,A.D. 1996.

THOMAS J. RIDGE


